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Abstract 
The new legislation increased flexibility of the Limited Liability Company and removed limitations that presented a barrier to 
establishing a company and its activities. The most important changes include waiving the statutory limit of registered capital and 
decreasing the minimum amount of the deposit, the option of creating various types of shares and the option of expressing the 
share by a security. It thus expands the practical use of this form of company, which can approach a Public Business Company 
and even a Joint-stock Company, but retains limited liability of partners towards company obligations and a simple internal 
structure. 
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1. Introduction: background of the new legislation 
The Act on Business Corporations (the “Companies Act” or “CA”), which entered force on January 1, 2014, 
preserves in the provisions of Sec 1(2) a listing of types of companies, which is identical with the provisions of Sec 
56(1) of the Commercial Code. It may therefore seem that in this regard, no change has occurred, because the law 
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does not offer any new legal form for doing business, neither does their existing scope narrow. If however we focus 
on the differences of both regulations, comparison of the previous and current legal regulation brings conclusions 
that differ entirely. 
According to the explanatory report, the Companies Act originates from the following principles: 
x  it strictly upholds the principle “what is not prohibited is allowed”, and avoids detailed regulation for individual 
specific situations, 
x  it respects standard principles of general private law, the provisions of the law are dispositive, unless from the 
rule of law, or from the nature of the thing it arises that they are mandatory, 
x  the regulation is founded on the principle of vigilantibus iura scripta sunt, which is enhanced here by the 
assumption of professionalism of entrepreneurs,  
x  the law maintains the principle of contractual freedom and the principle of equality of contracting parties, 
x  the law reacts to current development trends, but respects the linkage to the existing regulation in the 
Commercial Code, so that legal certainty of the users of the law would not needlessly be threatened. 
In practical life, the listed principles bring fundamental changes mainly in the regulation of a Limited Liability 
Company. Havel (2011) describes this legal form as a mixed company, or as a capital company with distinctive 
elements. It combines the features typical for capital companies (mainly limited liability of partners for the 
obligations of the company) with the features of private companies (mainly the possibility for partners to decide 
directly on certain fundamental matters), and is thus a universal legal form used for enterprising of a small and 
larger scope in various economic sectors. 
The previous legal regulation in the Commercial Code formed a Limited Liability Company as a capital 
company, for which the basic elements of its legal construction are regulated by standards of a mandatory nature, 
which significantly limited the founder and partners in their impressions of e.g. in what scope they will provide the 
company with equity, and how they themselves will hold positions within the company. Company founders thus had 
to respect the requirement of the minimum scope of registered capital of the company in an amount of CZK 
200,000.00, which was formed from obligatory deposits of partners in a minimum amount of CZK 20,000.00. The 
partner's deposit formed an asset base of his share in company, for which the law prescribed the rule “one deposit, 
one share”. This meant that every partner could take part in the company only by a single share of one type, or other 
deposits were added to the existing deposits, and the share amount increased. The shares were not freely 
transferable, but the legislation prohibited the partner from leaving the company. The share had the form of an 
intangible asset; its expression by a security was not permitted.  
In practical situations in which this form of company was considered being used, the minimum amount of 
registered capital and deposits was regarded as being needlessly limiting. On the other hand however, in terms of 
crediting banks, it was not considered sufficient. Thus those interested in enterprising often rather chose the form of 
a Joint-Stock Company, for which the obligation to form registered capital is indeed higher in order of magnitude 
than that for the Limited Liability Company, but they had better access to loans and legally secured flexibility of the 
actual partner position. In terms of Joint-Stock Companies, the shares of partners were expressed by securities, 
shares, whose nominal value broke down deposits into subentries, and thus allowed the existence of a large amount 
of shares of one type. The legislation also allowed in limited scope shares of various types – it regulated the 
possibility of issuing priority shares, for which the rights of the shareholder were enhanced to a share in profit and a 
settlement share. The transferability of shares could not be eliminated, but could only be limited for registered 
shares, so shareholders could change the nature and location of their investments without much difficulty. 
When preparations started for reforming private law, it was clear that in the area of corporate law, the biggest 
changes would occur at just the Limited Liability Company, where needless rigidity of the legislation was removed, 
and the entrepreneurial public was offered a more flexible form of company, which would allow consideration of 
individual needs of its founders and partners in much greater measure.  
2. Body: the most important changes in the position of partners of a Limited Liability Company 
The scope of the paper does not afford a detailed analysis of all changes brought by the new legislation, but we 
mention here those that we consider the most important in terms of practical use of a Limited Liability Company. 
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2.1. REMOVING THE LIMIT OF REGISTERED CAPITAL AND THE DEPOSIT 
 Perhaps the first change as opposed to the Commercial Code that penetrated the public subconscious was 
knowledge of the rule contained in Sec 142(1) of the CA about the fact that the minimum amount of deposit is CZK 
1.00, unless the articles of association determine a higher deposit amount. This rule indicates that the new legislation 
brings fundamental relaxing of the deposit mode and deposit obligation in a Limited Liability Company. Though the 
regulation of the deposit obligation is not utterly relinquished, and the deposit is still understood as a necessary 
prerequisite for the origin of a share in company, it indicates by the limit of the deposit obligation in the amount of 
CZK 1.00 that the deposit obligation should not be a barrier to formation of a company. It leaves out determination 
of a minimum amount of registered capital and thus allows formation of a company, for which equity comprised of 
deposits of partners will basically be lacking, because the amount of these deposits will be utterly symbolic. The 
legislation thus established leaves it entirely up to the partners and their business consideration regarding by what 
method and from what sources they will finance the company's business activity. It can be concluded that the 
legislation in the Companies Act leaves out legal regulation in these areas, which by their nature belong to business 
considerations about how to increase the efficiency and rate of profit of the company's business activity. On the 
other hand, it creates adequate room for such considerations if the scope of deposited obligations and types of 
individual deposits are left to agreements of partners in the articles of association. 
The choice of sources of financing is a complicated consideration however, which must take into account the line 
of business, the size of the plant that the company runs, the market situation, the offer and price of loans, etc. Legal 
regulation and its rigidity or flexibility is thus only one of many assessed criteria. 
Even for the new concept of deposits for a Limited Liability Company, the finding applies that all phenomena 
and processes have their positive and negative sides, and from the long-term perspective of efficiency of legal 
regulation, it will be possible to asses which of them will become predominant and force certain corrections to the 
adopted solution. Today, we see the benefit of the new regulation of deposits and registered capital mainly in the 
fact that it does not put forth any barriers to the formation and origin of a company, it decreases start-up costs and 
strengthens the decision-making autonomy of partners, in terms of the structure of sources of financing company 
activity and the option of optimizing the ratio of internal and external sources of financing and their size. 
Pelikán (2012) supposes, that the danger of the new legislation mainly lies in the weakening of the system of 
liability of partners for company debts, and decreasing the interest of partners in the fate of their investment in 
company assets, which can lead to higher risk in decision-making, because partners will not be significantly 
threatened by losing their investment. Savings on start-up costs can be annulled by increases costs for legal and 
economic aid in conceiving the articles of association, creation of business aims, economic calculations of costs for 
capital sources and their rate of profit. It is also necessary to consider the danger that an increased level of flexibility 
of the regulation may decrease the resistance of partners against fraud schemes and machinations. 
2.2.  RELEASING THE NUMBER OF DEPOSITS AND SHARES, POSSIBILITY OF CREATING VARIOUS TYPES 
OF SHARES 
According to the new regulation, every partner may make multiple deposits in the registered capital, and can take 
on multiple deposit obligations. The legislation resolves the dilemma that was difficult to resolve under the 
effectiveness of the Commercial Code – whether the partner can provide the company a deposit comprised of both 
cash and non-cash deposits. Allowing multiplicity of deposits removes doubts arising from a differing legal mode of 
deposits, comprised of monetary fulfillment and deposits comprised of things, movable and immovable, tangible 
and intangible. It remains preserved that the deposit amount can vary, not only for deposits establishing various 
shares, but also for individual deposits establishing the same share. Partners have freedom in deciding whether e.g. 
they determine in the articles of association that shares of the same type will be established by deposit of the same 
amount.  
Thus, the crucial change lies in the fact that the law allows for the formation of share of various types, shares, 
which will contain various rights and obligations of partners with the stipulation that certain rights and obligations 
may be preferred, while other may be excluded or limited. Currently, the law leaves out the principle of “one 
536   Jarmila Pokorná and Eva Večerková /  Procedia Economics and Finance  12 ( 2014 )  533 – 538 
deposit, one share” and allows for creation of a large quantity of shares within one of their types. A summarizing 
interpretation of shares provides Hejda (2011). 
In terms of the types of shares, their creation also depends on the content of the agreement of partners in the 
articles of association. Here the partners have no limitations, but they must consider the advantages and 
disadvantages of the chosen solutions. Upon regulation of the types of shares, they offer the following conceptual 
bases: 
x partners in essence preserve the remedies of the Commercial Code and agree to the articles of association that 
each of them will have one deposit and one share in the company related to the basic rights and obligations. This 
solution is simple and easy to understand, but it may bring problems if certain partners will want to sell part of 
their share. 
x The concept similar to a joint-stock company with shares without nominal value controlled by the principle “for 
the deposit, the same for the share”: the share is created in the form of a basic share, which however is not 
unified, but is divided into several shares of the same type. The solution facilitates transfers, enables the partner 
to sell any part of his shares, it does not cause complications upon increasing and decreasing registered capital. In 
could be understood only as slightly inventive in terms of use of the dispositive nature of the law. 
x The concept regulating multiple types of shares established in a large number of deposits, where each partner can 
decide freely what shares he will require for his deposits. The solution enables offering potential partners various 
investment opportunities, but it may be very vague and complicated. Negotiation of the content of the articles of 
association may be more difficult, and with the aid of experts, more costly. It also may bring unexpected 
problems or those that only appear once the company finds itself before the need to resolve specific situations, 
e.g. an increase in registered capital and right of first refusal in taking over a deposit obligation. 
Since the law does not contain a supportive solution for the case where the articles of association have no 
agreements on shares, it is necessary for partners to arrive at some solution to this question, and incorporate the 
applicable rules into the articles of association. Otherwise leading them to this is the regulation of the particulars of 
the articles of association in Sec 146. 
2.3. POSSIBILITY TO EXPRESS SHARES BY A SECURITY 
Upon a return to history to Act No. 58/1906 Coll., by which a Limited Liability Company in Austria was 
resolved in the time before World War One, we find that this law did allow in its Sec 75 issuance to partners of 
certificates of their participation in a company, but this did not concern securities in the true sense of the word. The 
law prohibited issuance of the certificates in anonymous form to an owner, and the form of a security in a series, it 
determined that transfer of such a certificate by endorsement is ineffective. It also prohibited issuance of dividend 
certificates, upon whose submittal of payment of the annual profit would depend. Though it did not specifically 
prohibit expression of the partner's position by a certificate, it prohibited all options affiliated with securities, and 
did not allow use of the economic advantages of securities. Certificates of participation in a company thus only 
served the purpose of notifying of or proving the existence of the partner's position. 
The new legislation regulating common certificates does not refer partners in terms of the regulation of a 
common certificate, its form and particulars, to the articles of association, but rather expands the sphere of types of 
securities, which are regulated by the law in their basic characteristics, to include a common certificate as a security, 
with which rights and obligations of the partner of the limited liability company are affiliated. However, the option 
of even issuing such a common certificate, or determining which share will be expressed by the security, depends on 
the agreements in the articles of association, if the company creates multiple types of shares.  
The legislation specifically defines elements, which characterize the nature of a common certificate: 
x a common certificate is a security, it cannot be issued as a book-entry security, meaning that it is issued 
exclusively as a certificate, clearly bearing in part data on the owner – authorized person of a common certificate, 
and in part data on the share, to which a common certificate was issued. This then concerns a security that is 
causal, but declaratory. The partner's rights and obligations can also be exercised without their affiliation with a 
common certificate, or a bond of the partner's rights and obligations can changed based on how the agreement of 
the partners is expressed by the articles of association. 
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x The common certificates is by a security in a series, it will be transferred by endorsement – meaning that it does 
not concern an anonymous security, but a security, upon which the name of the authorized person is inscribed as 
the one who took over a common certificate upon its issuance by transfer from the issuer, or the one authorized as 
the endorsee, thus a person to whom the transferrer – endorser transferred the common certificate by a record in 
the endorsement.  
x The common certificate represents the share of the partner in the company: the Companies Act allows the 
existence of a large amount of shares, in which, by agreement of partners in the articles of association, different 
modifications of rights and obligations of the partner can occur. If according to the articles of association, the 
origin of multiple shares is permitted for one partner, the company can issue a common certificate for every 
share. Thus there are various solutions, according to which only certain shares, or on the contrary all or no shares, 
can be expressed by common certificates. Expressed by the terminology of joint-stock companies, a common 
certificate is a participant security, but the type and scope of rights and obligations of the partner in a company 
may be variable for individual common certificates of individual companies, and depend on the agreement of the 
partners in the articles of association. Thus, the partner obtains one or more common certificates for every type of 
share, which is given and expressed by the common certificate.  
x The common certificates can be issued only to the share whose transferability is neither limited nor made 
conditional. This legal rule expressed the purpose of issuing a common certificate – facilitating transfer of shares 
to the company. To transfer the share, a record in the endorsement and submittal of a common certificate are 
necessary. Since the law does not tie the efficiency of transferring a common certificate to the company to a 
change in the record in the list of partners, a fully legitimizing importance of the endorsement is applied, because 
for the efficiency of transferring a common certificate to the company requires notification of a change in the 
partner and submittal of a common certificate of the company (Sec 210(2)). Submittal of a common certificate 
can be considered sufficient proof of a change in the partner – owner of a common certificate, and based on this, 
the company can also make a record in the list of partners. 
x The common certificates cannot be publicly offered or accepted for trading on the European regulated market or 
to another public market. Though the security is circulatory, it serves the needs of the limited liability company 
as a private company, which as the issuer, does not take part in the trading of its securities on the public regulated 
market, no obligations fall to it affiliated with such trading, and it is not subjected to oversight by the Czech 
National Bank. 
The expression of a share by a common certificate simplifies the transfer of shares, because issuing common 
certificates to shares with limited or excluded transferability is eliminated. The common certificates will thus 
represent rather the shares expressing the investors' expectations of revenue with the option of easily changing the 
structure of investments with the help of transfers. As opposed to this, for shares that are important for the decision-
making processes in the company, one can expect limitation in transferability, because these shares should not 
circulate without control. Their expression by common certificates will therefore not be possible. 
A common certificate is a security in a series, right of ownership to it is transferred by contract, which need not 
be in writing. Their existence is expected at the moment when the transferor writes an endorsement against the 
security, and transfers the security to the transferee. Therefore, achieving the transfer effect requires conclusion of 
this contract and a record in the endorsement to the moment of transfer of the of the common certificate (Sec 
1103(2) of the New Civil Code). The Companies Act does not determine detailed particulars of the endorsement for 
common certificates, so it will be necessary to use the regulation of endorsements in the Act on Bills of Exchange 
and Checks. It is not applied however in full scope (blank endorsement and blank traditions are not possible, if the 
common certificate would circulate by simple transfer between owners), because it is a determining nature of 
common certificates as securities containing the participative relationship of the partner towards the company. In 
this regard, an important rule is listed in Sec 210(1) requiring the endorsement to include positive identification of 
the transferee of the common certificate, thus also the relevant type of share. Though acquisition occurs by 
endorsement, by acquiring the share, its transferee approaches the articles of association of the company, and the 
transferor is liable to the company for debts that were transferred along with the share to the transferee (Sec 209(1) 
in conjunction with Sec 210(1)).  
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A change in the partner, owner of the common certificate becomes effective towards the company at the moment 
when it is notified of the change in the owner of the common certificate, and the common certificate is presented 
with the appropriate endorsement record (Sec 210(2)).  
Partners are registered into the list of partners, which the company maintains, specifically its statutory body. If 
the company issued common certificates, it is registered with the share to which the common certificate was issued, 
this fact and the number of the common certificate. However, the law does not bind authorization to exercise the 
applicable rights of the partner to the record in the list of partners. The list has only a registry meaning, but this too 
is important for legal certainty of the company and the partners. The list should be current, and the partners should 
remember to notify of changes. The company performs a record only once the change is proven. Thus, if the list 
does not correspond with reality, the owner of the common certificate must prove that he validly acquired the 
common certificate, only then can the change be registered into the list of partners.  
3. Conclusions 
The new legislation regulating the Limited Liability Company expands the usability of this legal form company 
in practice. By removing the limits for the amount of registered capital and deposit, it has come closer to a Public 
Business Company, because it is possible to establish a limited liability company with deposits of such an 
immaterial amount that in this regard, the advantage of a public business company is lost. On the contrary, it 
preserves limited liability for obligations of the company as a fundamental advantage of the limited liability 
company. Vrba (2012) describes limited liability in detail. 
The possibility of issuing common certificates for shares transferable with no restraint decreases the level of 
control of the company over changes of its partnership structure, and opens it as an interesting investment 
opportunity for those interested in appreciation of available funds. The closed nature of a limited liability company 
is thus overcome, and this form of company is approaching the Joint-Stock Company in terms of the option of a 
quick change in the distribution of investments. As opposed to a Joint-Stock Company, this is a company with a 
simpler internal structure and lower costs for managing company affairs. 
The relaxation on types of shares makes the Limited Liability Company very flexible in terms of combining 
various common expectations. Partners can take part in the same company who will personally implement its 
business activity and will be members of their executive, or supervisory bodies, and partners, who will see in shares 
only an advantageous investment opportunity without the need for their own personal participation. Partners can 
thus gain an interesting source of internal financing, without having to enter the capital market and take on further 
obligations in relation to the overseeing Czech National Bank. 
We therefore believe that polarization of forms of business corporations will occur as legal forms for doing 
business, and even today's small number of personal companies will diminish. On the contrary, the importance will 
rise of the Limited Liability Company as the most widely used business company. However, due to protection of 
business partners of companies and their own partners, this perspective will require gradual specification of the 
interpretation of individual legal standards, according to which the company abides, as well as searching for new 
boundaries for autonomously created rules contained in the articles of association.  
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